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{ AN
SECURITY INFCRIATION

CENTRAL INTELLIGENCE AGENCY

13 February 1953

SUBJECT: PROPOSED TER!S OF REFTRENCE: SE-37: PROBABLE
EFFLCTS CF VARIOUS POSSIDLE COURSES OF ACTION
WITH RESPCCT TO CALIMIIST CHINA (Draft for
oonsideration by the Board)

THE FROBLIM

To examine the cwrrent status and effectiveness of controls
on trade with Commmist China, to examine the short and long
term effects on the capabilities of the Chinese Comymmist regime
of a complete embargo, a naval blogkade, aerial interdiction
of inland transportation routes, a Chinese Nationalist effort
at blockade and aerial interdiction, and a combination of
blookade and asrial interdiction, and to estimate Commmist
reactions to these measures,

(Note to the oontributors: The terms of reference follow
closely the form and outline of SE-27 and are given hare in
full, Tt is suggested that the term= of reference be checled
againgt the text of S[-27 and that in paragrcphs or sections
of SC-27 vhere there is no change, the contribution merely refer
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to pertinent porographs of SE-27, I!finor changes should also
be indicated, Complste terms of reference are neocessary in
order to clearly define the scope of the paper, but it is
hopsd that by following the procedure sbove research may be
restricted to the areas in which new or better information is
required, )

QUESTIONS BEARING ON THE PROBLEM

A, Uhat has been the effect of trade controls on Commmist

China's ability to import? ,

1, Uhat sea-borne imports (including estimotes of
smuiggling) has Cormmist China received since
controls were first applied, with special reference
to the owrrent volume and composition, andtrends
since the publication of SC-27? (June 1952)
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2. VWhat sea~borne imports has Comrminist China "lost!
ag a result of present control msasures with
special reference to the period gince the publica-
tion of SE-27?

3. To what extent hawve Soviet Bloc shipments to Com~
mnist China offset the "loss®™ of imports caused
by ‘lestern trade oontrols? Eatimate the composi~
tion and volume of Soviet Bloc trade with Commmist
China with special reference to current volume and
oomposition, and trends since the publication of
SE-277?

B, Vhat has been the y)1mulative effect of this "loss" of
imports on Communist China's economy?

1. What industries have been effected, and to what
extent? What is the importance of these industries
to the Chinese Commnist wor effort in Korea? What
is the importance of these industries to the stabil.
ity and development of the Chinese Communist economy?

2, Uhat has heen the effect on transportation? ‘hat
repercusaions have transportation difficulties had?

3. Have there been any sipnificant effects in the non-
industrial cegments of the economy such as finance
and agriculture?
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C. 'hat has been the effeot of eooncmic dislocations
caused by these oontrola on Comrmnist China's ailitary
capabilities, espeeially in Korea?

D, Touhatexteubnndinwhatmhavembrolam
trode vith Comrmnist China affected the ability of
the regime to maintaein politicsl control in China?

IIY, UHAT WOULD BS THE LEFTECTS OF MRAR : E
o
e 5 3 oy e S e e
A, Hhatwmldbethoeffoetaofaoomplatowaﬂ)arga

on Commmiat Chim'stmdepatternomtheneatyaar?

1. Vhat 1a the probable emount and composition of
trade with non-Bloc areas that would be "ost"?
(Cstimate the amount and composition of Comrmmist
China's trode with the non-Comrmnist world for the
next year assuming a continmumtion of the preseut
ocontrols, )

2, Uhat 1tems would be amggled into Communist China
and in vhat volumo?

3. 'hat would be the compoeition and volume of Com-

mmist China's imports from the rest of the Soviet
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Bloo? Uhat upper limits would be imposed by
transportation shortages?

4, Ybat would Be the net loss in imports as a yresult

of a total embargo?

B. How wo' 1d this "loes" of imports affect Commmist China‘s
economy?

1.

3.

4,

that would be the effects on the industrial segment
of Commmnist China's economy? UVhat is the importance
of the affected industrics to the war effort in
Korea, to the Chinese Commmist economy as a whole?
What would be the effeots on transportation? Uhat
would be the repercussions of these sffects to the
rest of the economy?

What would be the effects in other sectors of the
sconony such as fiscal and agriovliture?

What 1s the obility of ths Chinese Corrmmnist economy
to replace the "lost" commodities from domestic
sources? What would be the diffused effects of
shortagea and of altering production patterns so
that thess items would be m‘odmed domestioally?

What would be the offects on Chiness Commnist millitary
capabilities with special referemce to their ability to
sustain operations in Korea?

‘5-
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1, Would there be any ocut-back in mmitions production,
in civilian type goods used hy the Army? -

2, lould there be any effesct on the ability of trans-
port troops and military logistical support?

D, What would be the extent and nature of the effects of
an economic embargo on the regime's ability to maintain
political control on the Chinese mainland?

E, Vhat effect might a complete economic embargo have on
economic, political, and military relotions between
the Chinese Commmnists and the USCR?

F. Vhat would be the effect of 2 complete economic embargo
maintained over a period of several years (2 or more)
on Commmnist China's military capebilities and over-all
econamic and political strength? (Answsr generally
in terms of B through F above.)

G, lhat factors would tend to prevent a full embargo from
being imposed? (In SC-27 this question is not discussed
in the body of the paper since the assumption is made
in paragraph 25 that 1t would be completely effective,
The 1il:elihood of less than 100 percent effectivencss,
with suprorting reasons, was noted in conclusion mumber 2
however, At the insistence of the llavy, I b«lieve and
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we ghall probably have the same problem again so may
as well pet the poop.) To what extent would these
factors reducs the effectiveness of an embargo?

A, Assuming that amval blockade would out off substantially
all of Commnist China’s seabarne imports, what would
be the extent and composition of Communist China's

~ overland trode with the Soviet Bloo?

1. Vhot limitations would be placed on this trade by
the ocapacity of land transportation routes imto
Comrmnist China?

2, Vhat limitations would be placed on this trade by
the current capacity of inland transportation routes
within lanchurio and Commmist China? What is ths
capability of Corrmnist China to increase the current
capacity of these routes under conditions of a blockade?
Vhot assistance could the USSR provide to increase
the ecapacity of these routes?

3. Uhat economie strains would be placed on the USSR if
1t attempted to provide Commmist China with both
its essentinl militory ohd economic requirements?
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If 1t attempted to provide Comrmmist China vith
sufficient asalistance to support a pradunl expansion
of the Chiness Commminiat eeonomy? Could the USSR
ovide assistonoe on this scale without serious
effeats on its own plarmed economic development?

B, Uhat would be the effects of a naval blockade on Com~
mmist Chimals ocecn-going coastal traffic?

1. VWhat is the extent, ocomposition, snd geographieal
distribution of this coastal trade?

2. How mach of this trade would be sut off by a naval
blocl:ade?

3. Uhat is the ability of the inland transporation
systen of Commmist China to carry this ocean~-going
coastal traffic, in addition to the incroased over-
land imports from the Soviet blos projects in "A"
above?

C. Uhat would be the short-term effects of the dislocationms,
shortages, and additional costs, caused by a naval blockads,
on the Chiness Commumist economy?

1, ihat would be the short-term effects of a naval
blockads on the militory capabilities of the regime,
espcoinlly with reference to its ability to sustain
nilitary operations in Korea?
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2. lhat would be the short-term effects of a naval
blockadoontheng!neaabuitytominhinpont-
ical control over the Chinese people?

3. What would be the short-term effects of a maval
blockade on Commnist China's political, eccnomle,
and nilitary relations with the USSR,

D, If a naval bloclkade were naintained over an extended
period of time — 2 to0 5 years — what would be the
effects on the over-all economic, political, and mili.
tary strength of the regime?

1, Would the USSR be able gradunlly to inorease its
economic assigtance to Comrminist China?

2, Whaet would be the probable trend in the §ndustrial
ssctor of the Chinese Commmnist ecomomy? In the
monetary and fiscal situation? In transpartation?
In agricultural production and distritution?

3. Uthat wouldbatheprobabletrendinoeonom.tc, polit-
icnl, and nilitary relations betusen the USSR and
Comrnmist China?
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A, Ilaove there been any changes in the list ¢f vulnerable
tarpets within Corrmnist China since the publication
of SE-277

B. ‘hat would be the effect om Cormmnist China's ability
to sustain miﬁrtury opsrations in Forea of succegsful
and sustained/bomberdment on these targets?

C. What would bs the economic and political effects of
succesaful bomberdment of transportation routes in
Corrnmnist China?

D. "hat are Cammmnist capebilitiss to resist air bomberd-
ment of linss of oorrmmiocation in lhnehuris and China?

A, lhat ars the ¢apabilities of the Chinese Nationolists

to prevent ococean shipping from entering Chinese Core
mmist ports?

B, Uhat are the eapabilities of the Chinese Notionalists
to conducst air striles against lines of cormmunication
on the Chino mafnlond?
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C. What are Chinese Nationalist capabilities to dsfend
themselves eguinst retaliatory air or maval attacks
by the Chiness Commmists?

VII, WHAT WOULD BE THE PROBLABLL COMMUNIST REACTION TO:

1. A complete economic embargo?
2. A naval bleelnde?

3. A paval blockade and an air bomberdment of inland
lines of communication?

4. A nawel blockade and air bombardment by the Chinesa
Rationalists alons?
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